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SUMMARY 


This  report  compares  Ontario's  manufacturing  performance 
with  selected  American  states  -  those  which  touch  Ontario's 
borders  and  several  high  growth  "Sunbelt"  States.  The 
purpose  of  this  exercise  is  to  reveal  the  strength  of  Ontario' 
growth  and  its  manufacturing  competitiveness.  Four  indicators 
are  investigated: 

.  population, 

.  employment, 

.  investment, 

.  output. 

Between  1973  and  1978,  Ontario's  population  grew  at  a 
comparable  rate  to  the  American  southern  states  reviewed 
and  substantially  faster  than  the  cited  U.S.  northern  states. 
Similarly,  its  total  employment  growth  also  ranked  with  the 
southern  states.  It  is  worth  noting  that  Ontario's  employ¬ 
ment  grew  two  and  a  half  times  faster  than  its  population 
during  this  period. 

When  looking  specifically  at  manufacturing  indicators, 
Ontario  nearly  tops  the  list  of  all  the  states  reviewed.  In 
terms  of  growth  in  manufacturing  employment,  investment  and 
output,  Ontario  ranks  second  only  to  Texas  and  is  higher 
than  Florida,  California  and  Georgia. 

This  report  shows  that  Ontario  is  a  strong  performer 
in  manufacturing  and  is  highly  competitive  when  compared  to 
many  American  states. 
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INTRODUCTION 


Ontario's  performance  in  comparison  to  other  countries 
has  been  studied  extensively  in  the  last  few  years.  These 
studies  show  that  Ontario's  growth  relative  to  western 
countries  has  been  vigorous. 


GROWTH  IN  REAL  GROSS  NATIONAL  PRODUCT  TABLE  1 

Average 

Annual  Growth 
1970-77 

o. 

o 

Japan 

5.4 

ONTARIO 

4.0 

United  States 

3.2 

Germany 

2.4 

United  Kingdom 

1.7 

OECD  Countries* 

• 

OJ 

Source:  Statistics  Canada, 

Reviews , 

Canadian  Statistical 

United  States  Council  of  Economic  Advisers 

Economic  Indicators 

r 

OECD,  Main  Economic 

Indicators . 

*This  includes  24  countries 
Australia  and  Europe. 

from  America,  Asia, 

Table  1  shows  that  when  Ontario's  recent  economic  growth 
is  compared  to  the  Organization  for  Economic  Cooperation 
and  Development  (OECD)  countries,  it  outpaced  the  average 
growth  rates  in  GNP  of  these  countries  and  the  United 
States  as  well.  At  the  same  time,  Ontario  created  an  out¬ 
standing  number  of  jobs  and  improved  her  competitive 
position . 
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United  States  Comparisons 


Until  recently,  however,  little  attention  has  been 
focussed  on  comparisons  between  Ontario  and  U.S.  states; 
yet  it  is  these  individual  states  which  have  been  considered 
the  province's  closest  competitors.  The  purpose  of  this 
report  is  to  begin  to  draw  sound  comparisons  with  American 
states  and  perhaps  shed  some  light  on  actual  performance 
variations.  Following  this  report,  two  more  studies  will 
be  prepared:  a  comparison  of  urban  areas  in  Ontario  and 
similar  areas  in  the  United  States  and  a  comparison  of  the 
performance  of  various  industrial  sectors. 

This  report  reviews  Ontario's  manufacturing  performance 
in  comparison  with  the  four  American  Northeastern  States 
which  touch  Ontario's  borders  -  Michigan,  New  York,  Ohio 
and  Pennsylvania  -  and  with  four  Sunbelt  States  -  California, 
Florida,  Georgia  and  Texas.  It  presents  the  investigation 
in  four  categories: 

.  population  growth, 

.  employment  including  total  employment,  manufacturing 
employment  and  unemployment  rates, 

.  investment  as  shown  through  capital  expenditure  in 
manufacturing,  and 

.  output  as  measured  by  value  added  by  manufacturer. 


Since  statistical  definitions  and  geographic  boundaries 
were  revised  in  1972  in  the  United  States,  data  before  1973 
were  disregarded  as  not  being  comparable  to  the  later  years. 
The  latest  year  for  which  most  of  the  statistics  are 
available  is  1976  ,  although  more  recent  data  are  used 
wherever  possible. 
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POPULATION 


Traditionally,  the  Northeastern  States,  particularly 
those  bordering  on  Ontario,  have  been  considered  the 
province's  closest  and  strongest  competitors.  More 
recently,  it  has  been  felt  that  a  tremendous  amount  of 
growth  has  been  taking  place  in  the  southern  part  of  the 
United  States.  In  Table  2,  Ontario's  population  growth 
is  compared  to  the  U.S.  states.  Of  the  eight  states 
analyzed,  Ontario  ranks  fourth  after  Florida,  Texas  and 
California  in  terms  of  average  annual  population  growth 
between  1973  and  1978. 


POPULATION  GROWTH 

TABLE  2 

1978  Estimated 
Population 
(000 ' s) 

Average 

Annual  Growth* 
1973-78 

% 

Florida 

8,594 

2.2 

Texas 

13,014 

2.0 

California 

22,294 

1.6 

ONTARIO 

8,444 

1.4 

Georgia 

5,084 

1.0 

Michigan 

9,189 

.  3 

Ohio 

10,749 

.0 

Pennsylvania 

11,750 

-.2 

New  York 

17,748 

-.5 

Source:  Ontario 

Ministry  of  Treasury 

and  Economics, 

Annual 

Population  Estimates, 

1973-1978 . 

United  States  Bureau  of  Census,  Statistical 
Abstract,  1973-1978. 

*Average  Annual  Growth  rates  are  based 
population  figures. 

on  estimated 
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EMPLOYMENT 


Between  1973  and  1976,  the  growth  rate  in  Ontario's 
employment  was  greater  than  any  of  the  U.S.  states  in  the 
survey.  However,  in  1977  and  1978,  employment  growth 
slowed,  causing  Ontario  to  rank  in  fourth  place,  again 
behind  three  southern  states. 


TOTAL  EMPLOYMENT 


TABLE  3 


Average 
Annual  Growth 
1973-1978 


California 

4.4 

Florida 

4.1 

Texas 

3.8 

ONTARIO 

3.5 

Georgia 

2.2 

Michigan 

2.0 

Ohio 

1.7 

New  York 

1.6 

Pennsylvania 

.4 

Source:  United  States,  Employment  and  Earnings, 

Annual  Averages. 

Statistics  Canada,  Employment,  Earnings 
and  Hours,  Annual  Averages. 


Looking  at  the  most  recently  available  job  creation 
figures,*  Ontario  in  the  last  two  years  has  created  close  to 
twice  as  many  jobs  as  its  population  increase.  Annually, 
its  population  increased  by  about  75,000,  while  during  the 
same  period,  about  130,000  jobs  were  created  for  each  of 
the  years  1977  and  1978. 


*Statistics  Canada,  The  Labour  Force,  (Cat.  No.  71-001), 
April  1979. 
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The  more  recent  job  formation  figures  show  that  Ontario 
is  creating  more  jobs  in  manufacturing  than  in  any  other 
area.  During  1977  and  1978  in  Ontario,  30  per  cent  of  all 
job  growth  was  in  manufacturing,  another  27  per  cent  in 
transportation  and  another  27  per  cent  in  services. 


ONTARIO 

JOBS 

CREATED  BY  INDUSTRY 

TABLE  5 

IN  1977 

AND 

1978 

% 


Agriculture 

9.9 

Manufacturing 

30.2 

Construction 

-  1.2 

Trade 

11.1 

Transportation,  etc. 

26.6 

Finance,  Insurance  and  Real  Estate 

10.3 

Services 

26.6 

Public  Administration 

-  7.9 

Other  (Primary  Industries,  etc.) 

-  5.6 

Total 

100.0 

Source:  Statistics  Canada,  The  Labour 

Force , 

(Cat.  No.  71-001)  April  1978 

and  1979. 

Reflecting  the  effectiveness  of  the  government  restraint 
programs,  the  public  sector  employment  actually  declined  in 
this  period. 
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Unemployment 


The  overall  unemployment  picture  shows  Ontario  had 
a  much  lower  rate  of  unemployment  in  1973-76  than  the 
southern  states  or  the  U.S.  bordering  states.  However, 
this  rate  increased  slightly  above  these  two  groups  in 
1977  but  fell  again  in  1978.  In  1978,  the  unemployment 
rate  of  Ontario  and  the  U.S.  bordering  states  were  exactly 
at  6.5  per  cent. 


UNEMPLOYMENT  LEVEL 


FIGURE  1 


Unemployment 

Rate 


Source:  United  States,  Employment  and  Earnings,  Annual  Averages. 

Statistics  Canada,  Employment,  Earnings  and  Hours, 

Annual  Averages. 


7 


INVESTMENT 


Capital  expenditure  in  manufacturing  is  an  indicator 
of  the  current  economic  health  of  an  area  as  well  as  a 
reflection  of  confidence  in  its  future.  Here  again,  Ontario 
ranked  second  only  to  Texas.  During  this  1973-76  period, 
annual  investment  in  manufacturing  increased  by  over  33 
per  cent  in  the  province. 


CAPITAL  EXPENDITURE  IN 
MANUFACTURING* 

TABLE  6 

Average 
Annual  Growth 
1973-1976** 

Q. 

O 

Texas 

68.8 

ONTARIO 

33.1 

Florida 

21.5 

California 

15.8 

New  York 

12.8 

Michigan 

10.0 

Pennsylvania 

8.6 

Georgia 

8.5 

Ohio 

5.1 

Source:  United  States  Bureau  of  Census,  Annual 

Survey  of  Manufacturers. 

Statistics  Canada,  Census  Manufacturers. 

*  All  figures  used  were  converted  to  Canadian  $ 
at  the  average  annual  rate  for  that  year. 

**1976  is  the  latest  year  for  which  statistics  are 
available . 


In  the  last  few  years,  the  southern  states  have  created 
a  pro-business  climate  aimed  at  attracting  as  much  industry 
as  they  can.  For  example,  most  southern  states  now  have 
right-to-work  laws  which  forbid  closed  shops  to  operate. 

They  also  generally  offer  subsidized  financing  arrangements, 
manpower  training  schemes  and  various  tax  advantages  to 
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incoming  business.  Yet,  despite  these  sometimes  exceptional 
inducements,  Ontario  still  ranks  up  with  these  states  and 
remains  competitive  with  them. 

Looking  at  capital  expenditure  per  employee,  Ontario 
again  ranked  second  to  Texas.  This  demonstrates  the 
attractiveness  of  Ontario,  even  in  the  face  of  all  the 
additional  inducements  put  forward  by  the  southern  states. 


CAPITAL  EXPENDITURE  IN  TABLE  7 

MANUFACTURING  PER  EMPLOYEE* * 


Average 
Annual  Growth 
1973-1976** 


o. 

o 


Texas 

4.08 

ONTARIO 

2.33 

Michigan 

2.28 

Florida 

2.15 

Georgia 

1.66 

Ohio 

1.64 

California 

1.54 

Pennsylvania 

1.36 

New  York 

1.34 

Source:  United  States  Bureau  of  Census,  Annual 

Survey  of  Manufacturers. 

Statistics  Canada,  Census  Manufacturers. 

*  All  figures  originally  used  were  converted  to 
Canadian  $  at  the  average  annual  rate  for  that 
year . 

**1976  is  the  latest  year  for  which  statistics 
are  available. 
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OUTPUT 


Value  added  by  manufacturers  is  a  measure  of  manu¬ 
facturing  activity  and  is  an  indication  of  what  is  happening 
in  the  manufacturing  sector.  Growth  in  the  Ontario  economy 
between  1973  and  1976  progressed  faster  on  average  than  in 
any  of  the  Northeastern  States  and  faster  than  in  the 
Sunbelt  States  with  the  exception  of  Texas.  Manufacturing 
activity  grew  at  a  rate  of  about  12  per  cent  per  annum  in 
Ontario,  while  in  New  York,  it  only  grew  at  about  5  per 
cent.  Indeed,  all  four  of  the  Northeastern  States  ranked 
well  towards  the  bottom  of  the  group. 


VALUE  ADDED  BY  MANUFACTURERS* *  TABLE  8 


Average 
Annual  Growth 
1973-1976** 

o 

o 


Texas 

18.0 

ONTARIO 

11.9 

California 

9 . 3 

Georgia 

9.0 

Florida 

8.6 

Ohio 

6.4 

Pennsylvania 

6.2 

Michigan 

5.9 

New  York 

4.7 

Source:  United  States  Bureau  of  Census,  Annual 

Survey  of  Manufacturers. 

Statistics  Canada,  Census  Manufacturers. 

*  All  U.S.  dollar  amounts  used  were  converted  to 
Canadian  $  at  the  average  annual  rate  for  that 
year . 

**1976  is  the  latest  year  for  which  comparable 
statistics  are  available. 
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CONCLUSION 


This  report  shows  that  Ontario's  economic  performance, 
as  measured  by  various  indicators, is  comparable  to  the 
southern  states,  not  to  the  northern  states  as  is  commonly 
assumed . 

An  article  recently  published  in  The  Washington  Post* 
looked  at  the  three  countries  in  North  America  and  subdivides 
them  into  nine  distinct  economically-related  regions.  It 
made  the  common  mistake  of  grouping  Ontario  in  with  Ohio, 
Michigan,  New  York  and  Pennsylvania  and  calling  it  "The 
Foundry".  It  talked  about  a  declining  and  failing  region 
where  opportunity  and  growth  no  longer  exist. 

This  report  shows  Ontario  performing  more  closely  to 
the  southern  states  and  more  often  than  not,  ranking  second 
only  to  Texas.  In  comparison  to  the  Northeastern  States, 
Ontario,  without  exception,  has  had  a  superior  performance 
on  every  level  examined. 

The  Sunbelt  or  southern  states  analyzed  show  a  rapid 
growth  in  the  70's  in  comparison  to  a  decade  or  more  ago 
when  they  had  little  development.  One  reason  for  this 
growth  is  that  these  states  currently  provide  an  institutional 
framework  which  makes  them  highly  attractive  to  industry. 

Yet  despite  all  this,  Ontario  is  competitive  with  the  southern 
states . 

Ontario's  growth  trends  suggests  a  strong  future  and 
puts  the  province  in  a  highly  competitive  position  in  the 
manufacturing  sector  with  American  states. 


*The  Washington  Post  (March  4,  1979) . 
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